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MOU.P0002206 NB & SB 1-40S HOV [rom Route 90 to 10 Report # 08-CAL·COS 

EXECUTIVE SUMMARY 


At the request of the Project Manger, Robert Machuca, an interim review was completed by Los 
Angeles County Metropolitan Trcmsportation Authority (Metro) Management Audit Services 
(Management Audit) for the Transportation Improvement Program (TIP) call for project 
Memorandum of Understanding (MOU) P0002206. This MOU is with State of California, 
Department of Transportation (Caltrans) for design, right-of-way support, construction support, 
right-of-way and construction of High Occupancy Vehicle (HOV) lanes on the Northbound and 
Southbound Interstate 405 from Route 90 to Route 10. 

The MOU total project budget amount is $157,838,000 which includes design, right-of-way 
support, construction support, right-of-way and construction. The scope of this review is limited 
to construction cost of $116,355,000. The project budget for const(uction cost is comprised of 
the follow : 

• 	 $2,811,000 or 2.42 percent of Prop C 25 percent fund (Metro's share); 
• 	 $)2,495,000 or 10.74 percent of Regional Surface Transportation Program (RSTP): 
• 	 $86.270,000 or 74.14 percent of State Transpol1ation Improvement Program -

Regional Improvement Program (STIP-RIP): 
• 	 $14,779,000 or 12.7 percent of Congestion Mitigation and Air Quality Improvement 

Program (CMAQ). 

The period under review is December 20,2001 to July 27, 2007 . This interim review is based on 
the original MOU and amendment one which are in effect during the period under review. 

The total project incurred cost 01$77,726,455 is from the MOU inception date of December 20, 
200] to July 27, 2007. Based on this interim review the total allowable project cost for the 
period under review is $77,726.455. Metro's share of the total allowable project cost is 
$1,877,780 or 2.42 percent. Caltrans has been reimbursed $l,729,150 of the allowable project 
cost and no retention was withheld. The difference in the allowable project cost and billed 
project from inception to July 27 , 2007 is $148,629. As of July 27. 2007 the rema i n i ng balance 
on this MOU is $1,081,850 ($2,811,000 - $1,729, l50) and according to Caltrans Project 
Manager this project about few months from completion . 
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MOU.P0002206 NB & SB 1-405 HOV [rom Route 90 to 10 Report # 08-CAL·GOS 

INTRODUCTION 

Background 

This MOU is between Caltrans and Metro. The objective of the project is for design, right-of
way support. construction support, right-of-way and construction of High Occupancy Vehicle 
(HOV) lanes on the Northbound and Southbound Interstate 405 from Route 90 to Route 10. The 
project will alleviate congestion, create rides-sharing usage and reduce air pollution. The total 
estimated project cost is $157.838,000 and Metro's share is $2,8 I 1,000. The M 0 U commenced 
on December 20,2001 and lapsing on June 30,2009. 

Objectives 

The review objectives were to: 

• 	 Determine the alJowability, allocability and reasonableness of the incurred cost. 

• 	 Determine whether costs incurred and billed were allowable under relevant cost standards 
and in compl iance with the specific general tenns of the MOU and project management 
guidelines. 

• 	 Determine whether costs incurred were properly and accurately charged to the MOU, 
were reasonable in amount, and were suppOlied by documented evidence. 

• 	 Determine whether costs were properly recorded for reimbursement purposes and that 
reimbursements were received by Caltrans and the Metro's accounting records properly 
reflect these transactions. 

• 	 Determine whether invoices were submitted within the lapsing date and within the period 
for which the funds were programmed. 

The scope or this review is limited to $116,355,000 for construction cost and the amounts 
invoiced by Caltrans for costs incurred from December 20,200 I to July 27, 2007. 

We conducted th is attestation review in accordance with Generally Accepted Government 
Auditing Standards. Those standards require that we plan and perform the review to obtain 
sufficient, appropriate evidence to provide a reasonable basis for our findings and conclusions 
based on our review objectives. We believe that the evidence obtained provides a reasonable 
basis for Our findings and conclusions based on Ollr review objectives. 
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MOU.P0002206 NB & SB 1-405 HOV from Route 90 to 10 Report # 08-CAL·GOS 

INTRODUCTION 

We used the cost principles contained in the Federal Acquisition Rcgu lation (FAR) Subparts J I. 
and the MOU Provisions to evaluate and analyze the incurred cost. 

The cost claimed is the responsibi I ity of Caltrans. Our responsibi lity is to express a conclusion 
based on the review. The review report is intended solely for the use of Metro's management 
and should not be used for any other purpose without first consulting Management Audit. 

Methodology 

We selected invoices submitted by Caltrans and traced various costs included on the invoices to 
supporting documentation such as vendor's invoices. We reviewed the costs for allowability in 
accordance with applicable cost standards and compliance with the terms and conditions of the 
MOU. We also reviewed our internal accounting and grant records to determine if the amounts 
claimed for reimbursement, as represented by the invoices submitted by Caltrans. were actually 
paid. 

RESULTS 

Conclusion 

The total project cost of $77,726.455 was incurred from inception of the MOU December 20, 
2001 to July 27, 2007. We did not question any incurred cost from this interim review. 
Therefore, the allowable project cost is $77,726,455 . Metro's share in Prop C 25 percent fund of 
the total allownble project cost is $1,877,780, or 2.42 percent. Caltrans was reimbursed 
$1,729,! 50 and no retention has been withheld. The difference in the allowable project cost and 
billed project from inception to July 27, 2007 is $148,629. As of July 27, 2007 the remaining 
balance on this MOU is $1,081,850 ($2,811,000 - $1,729,150). 

Recommendation 

Wc recommend that a close out review be conducted after the project is completed to confirm 
whether there is a Prop C funds remaining on this project that may be eligible for reprogramming 
to other projects. 

Management Response 

Metro Project Manager concurred with the results and recommendations of our review. 
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MOU.P0002206 NB & SB 1-40S HOV from Route 90 to 10 Report # 08-CAL-GOS 

RESULTS 

Caltrans Response 

In Caltrans' letter dated March 12,2009, Caltrans agreed with our recommendation. Please see 
Appendix B for the letter. 

J~L 
Ruthe Holden 

Chief Auditor 

March 2009 


Audit Team: 

Andrew Lin 

Jennifer Joh 

Rey Alirnoren 

Kathy Knox 
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MOU.P0002206 N8 & SB 1-405 HOV from Route 90 to 10 Report # 08-CAL-GOS 

APPENDIX A 


INTERIM REVIEW 

MOU P0002206 


DESIGN, RrGHT-OF-WA Y SUPPORT, CONSTRUCTION SUPPORT, 

RIGHT-OF-WAY AND CONSTRUCTlON OF J-IOV LANES ON 


THE NB AND SB 1-405 FROM ROUTE 90 TO ROUTE 10 

SUMMARY OF PROJECT FUNDING AND EXPENDITURES 


FROM DECEMBER 2 1,200 I TO JULY 27, 2007 


Budgeted Percent Total Project Allowable 
Description Costs AllocatIon Cost yer PL~ I"roJect Lost l'ayments Difference 

a b c d e 7=e-0. 
Construction: 

RSTP $ 12,495,000 10.74% $ 8,346,801 $ 8,346,801 nja 
STWRIP 86,270,000 74.14% 57,629.335 57,629,335 nja 
CMAQ 14,779,000 12.70% 9.872.539 9,872.539 nja 
Prop C 25% (gl 2,811,000 2.42% 1.877)80 1,877.780 1,729,150 148,629 

Total $ 116,355,000 100.00% $ 77,726,455 $ 77,726,455 $ 1.729,150 $ 148,629 

MOU OJlance remaining $ 1.081.850 (g - e) 

II 
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MOU.P0002206 NB & S13 T-405 HOY from Route 90 to 10 Report # 08-CAL-GOS 

APPENDIX B 

I)EPARTMENT OF TRANSPORTATION 
AU!)I"" ANO INVI, S1"I(',A TIONS 
I J()~ 0 $1 I< "E.T. sum: 20<1 
1'. o. nox ~'1~7' MS 1 
SA("RA~1F.~"TO. CA 9·t~7H)OOI F}~'''J'Ull( p".... ,1 

1'1I()~l: 1916) )~J·7111 H" oI"-II/O',UII"-/.'" 

FAX 1916) )~)·7IH 
TTY 711 

Mnrch 12. 200<) 

Mr. Roben Machuca 
Project Manager 
I.os Angeles County M~trop'lli\an T ransponution Authority 
One Gnte",ay Pi:v.a (MS 99-22-2) 
I.os Angeles. CA 90012·2952 

Dcar Mr. Machuca : 

' I1mnk you for the opponunity to respond to the draft au(]it repan on the interim rcvjclA' 
performed on Mcmor.1f!dum of Undcrstar>ding (MOll) P0002206 bctween the Los Angdes 
Counly MctrOl'olil:Jn Transpor!ation Authority (M~tro) and the Cal ifornia DCp.1r!ment of 
Tr.uJsport~tion (Cal trans}. The purpose of tbis MOV wa:; for d,,~ign , right·of.way SIiPPOr!, 
COIlSlnlctioll support. right·of.wuy. and conslruetion of High Occupancy Vehide (J IOV) lal1~> 
on Ihe Northbound and Southhound InIC!SlaIC 405 fwm Stale Roulc 90 (SR -C)O) to SR- IO. 

The purpose of Ihc ink.rim revicw WAS 10 dctcrn,.ne the allowabdity. DlIoeabil;ty, nnd 
reasonableness uf invoices submitted by Caltr~ns for the perioo (If December 20. 200 I. 10 
July 27, 2007. The scope of th~ int"rim revicw was IlinitcL!to conslruction C{)$l~ of 
S I J 6.355.000. 

Mctro auditor~ concluded Ihat out of Ihc budgeted amount of S116.J55,OOO, lhe total prOJ~ct 
COSI (or construction was $77 ,726.455. Cahrans was relmburs~d $1.729.150 and 00 retention 
w~ withheld Melm allditors arc not quesliol'linl: any costs and aJ~ l~commcndin!: that ~ 
cI()se.out audit be pcrformcd as ~nl'l ~ the projcct is compleled ~C> that any rcmllir.ing funds 
can be reprugrammed to othe( projects. 

Callr:Jl'ls agrees with Ihe ~'onclusion of Ihc draft repon Jnd willt Ihc rcconll1\L;nuatiolllhat 3 
c!O$e·oul audil be performed as soon as the project is comple ted . Please sec the allaehcd 
mcmor.tndUnl from thc Ofr.c e of Project and I'rnt:rilm Management in Oistrict 7 for thc Project 
Mana!;~r's rcspons~ . 
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APPENDIX B 


Mr . Il.obert Machuca 
March 12, 200') 
Page 2 

Cahr.Ll'ls aflprCCl~lc~ Ihe OPI)IIrllJuil." 10 r~>potllll(> the drafl review repon. If you have :lily 
qUCSlions. or require addiri (lJ)JI infoml31ion, plca.<e contaci Laurine lSohamcra. ChicCln!cm:.t1 
AudiL~. al (916) 32:\ ·7107, nr Ju~nil~ Baier. Audil Supervisor. al (9\6) 523-7951 . 

Sincerely, 

GERALD A. LONG 
I),:puly Din:cl(lr 
Audits and lilw'lig•• u,)ns 

c: 	 Rulhe' Hoklcrl, Chid AuJilOT, MClro 
K.:Jlhy Knr.x, Sup.:rvisi,,!! I\utiilor, Melro 
Andreu: Lin, Audilor, MclTlI 
Tin ()inn, Melro Autlil Comdinalor. Dislncl 7 
Laurin~ (SohalllcrD. Chil'r, Inl"m!ll Audils, Audil~ and In\'csli~~li(lns 
lw.nila (Sa;el , Audit SU[,<'I'\·IS')f. Audils and JnvCslig:ll ion~ 
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APPENDIX B 


Memorandum 
Date: March 1 I. 2009 
County-Route: LA-RT 4()S 
EA 1178U4 

To: 	 GerUI Lont 
Deputy Diredor 
Audit & l.nvesl~ioo 

From: 	 T.d Teferi 
Deputy Director. DiwiCl 7 
Office ofProject & J>rograO"l Managemem 

Subjtc1: 	 Audit Report (MOU 2.2(6) Rev" lor the CO<UtnKUoIl of HOV !.toea Oil Ru 
4a5 (EA 117iU') 

Dear Mr. Long. 

The DistriCl WIICUI"S with the audit report. 

The MT A final share to the project will be alo.J[ated and invoiced once ~ project reaches 
DED SU1us (DisuiCl Expc:Gdirure Done) lind !he fioal PeS (ProjCCl Cos! Summary) is WIlod 
by Cahnns Divisioo of Aocotlnling. 

SbouJd you have any queslloo cor.oerning this respellS(:, plcasL: contJICl the: ~ Manager, 
Mabel TraIl 11 (213) 897 &091 . 

Sincerely, 

Tad Teferi 
District 7, Deputy Director 
Projea & J>rogram Management 

cc. 	 Goia Madriz, District 7 R.cimbw=en1 AGCOWIianl, 
Cindy Wu, District 7 Reimburseme-m ~ 
Monlt !brahi m, Disrrict 7 Area M4Ng(f 
Mabel Till1\, Disuia 7 Project MAnager 
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